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CONFIDENTIAL TEL AVIV 2538 

E.O. 11652: GDS 
TAGS: EFIN, IS 

SUB J : SPECULATION ON US ASSISTANCE TO ISRAEL 
REF: TEL AVIV 279 (NOTAL) 

1. BEGIN UNCLASSIFIED. ISRAELI MEDIA HAVE GIVEN 
PROMINENT COVERAGE LAST FEW DAYS TO REPORTS FROM WASH 
INGTON THAT US ASSISTANCE TO ISRAEL MIGH TOTAL ONLY 
ONE BILLION DOLLARS IN US FISCAL YEAR 1976. IN AIRPORT 
DEPARTURE STATEMENT ON APRIL 28, FORMIN ALLON RESPONDED 
TO QUESTIONS ABOUT THESE REPORTS BY SAYING THAT ISRAEL'S 
REQUESTS WERE QUOTE WELL BALANCED AND REPRESENTED REAL 
NEEDS UNQUOTE AND IF AID PACKAGE WERE CUT, IT WOULD CALL 
FOR QUOTE A VERY SERIOUS DIALOGUE WITH WASHINGTON 
UNQUOTE. SOME PRESS ACCOUNTS TOOK LINE THAT ONE BILLION 
DOLLARS IN FY 1976 WOULD BE EQUIVALENT TO REDUCTION IN 
LEVEL US AID TO ISRAEL. OTHERS RECOGNIZED THAT IT WOULD 
NOT BE A REDUCTION, CONSIDERING US ASSISTANCE LEVEL OF 
APPROXIMATELY $750 MILLION IN FY-1975, BUT WAS IN FACT, 

ONLY REDUCTION IN GOI'S $2.5 BILLION AID REQUEST FOR 
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FY-1976. ACCOUNTS QUOTED US OFFICIALS AS CHARACTERIZING 
ISRAELI ASSISTANCE REQUEST AS HIGHLY INFLATED AND 
UNREALISTIC WHILE NOTING THAT EVEN PRO-ISRAEL CONGRESSMEN 
HAD WARNED GOI THAT ADMINISTRATION NEITHER COULD 
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NOR WOULD PRESENT CONGRESS WITH SUCH A LARGE AID REQUEST IN 
TIME OF US ECONOMIC UNCERTAINTY. SAME OFFICIALS CITED 
AS CLAIMING REDUCTIONS INEVITABLE REGARDLESS US DISAPPOINTMENT 
WITH RECENT COLLAPSE OF NEGOTIATIONS. 

2. ISRAELI OFFICIALS IN WASHINGTON REPORTED TO HAVE EXPRESSED 
CONCERN AND DISAPPOINTMENT OVER POSSIBILITY REDUCED AID 
FOR ISRAEL AND CITED AS RECALLING THAT HIGHEST ADMINIS- 
TRATION OFFICIALS. INCLUDING THEN PRESIDENT NIXON DURING 
VISIT TO ISRAEL, HAD LED GOI TO BELIEVE THAT $2.5 BILLION 
REQUEST WAS REASONABLE. INFORMED CONGRESSIONAL SOURCES 
QUOTED AS SAYING MANY FACTORS COULD AFFECT AID TO ISRAEL, 

INCLUDING HOW MUCH THE ADMINISTRATION WOULD REQUEST 

FOR EGYPT, SYRIA, JORDAN AND OTHER ARAB STATES. 

3. SOME SPECULATION IN PRESS ON IMPACT ON ISRAEL IF US 
ASSISTANCE FALLS SHORT OF ISRAEL'S REQUEST. IN ARTICLE ON NEED 
FOR MORE AUSTERITY MEASURES. BANK OF ISRAEL S ZVI SUSSMAN 
QUOTED AS SAYING THAT PRIVATE CONSUMPTION CONTINUING 

TO RISE, PROBABLY AT COST OF SAVINGS, SINCE INCOMES FROZEN. THIS 
SUGGESTS TO SUSSMAN THAT ISRAELIS DO NOT REALLY BELIEVE IN THE 
ECONOMIC SLOW DOWN. REAL TEST WILL COME IN NEXT FEW MONTHS. 

HE CONCLUDED. TEL AVIV UNIVERSITY'S ZEEV HIRSCH SPECULATED THAT 
QUOTE WE MAY HAVE TO WAKE UP TO SOME RUDE REALITIES THIS YEAR. 

UNQUOTE. HE SUGGESTED POSSIBLE CUTS IN PUBLIC EXPENDITURE 
ON HOUSING AND PUBLIC WORKS WHILE RAISING TAXES. IS RAFT, 

SHOULD FLOAT THE POUND TO DEAL WITH SHORTAGES WHICH EVENTUAL 
PAUCITY OF FOREIGN EXCHANGE WOULD CREATE, HIRSCH ADVISED. 

END UNCLASSIFIED. 

4. COMMENT: BEGIN CONFIDENTIAL: SEVERAL OF THESE MEDIA 
ACCOUNTS HAVE CREATED FALSE ISSUE BY ASSERTING THAT US 
ASSISTANCE TO ISRAEL WOULD INDEED BE QUOTE REDUCED UNQUOTE IF ISRAEL 
DID NOT RECEIVE ALL THE ECONOMIC ASSISTANCE IT REQUESTED. 

HOWEVER, OTHERS RECOGNIZED THAT ANY AMOUNT OVER FY 1975 

LEVEL OF APPROXIMATELY $750 MILLION WOULD, IN FACT, REPRE- 
SENT AN INCREASE IN US ASSISTANCE. EMBASSY HAS BEEN TOLD 
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BY ECONOMIC ADVISER TO MINFIN AND OTHER OFFICIALS THAT 

PRESENT GOI BUDGET (FY-75/76, WHICH BEGAN APRIL 1) DOES 

NOT RPT NOT INCLUDE SIGNIFICANT AMOUNT OF US FUNDING 

WHICH NOT ALREADY APPROVED. AS NOTED IN OFFICIAL ISRAELI REQUEST 

FOR US ASSISTANCE (BLUE PAPER), ISRAEL’S $2.5 BILLION QUOTE 

UNCOVEREED DEFICIT UNQUOTE WAS FOR CALENDAR YEAR 1976. BLUE 

PAPER REQUESTED FUNDS BE APPROPRIATED IN US FISCAL YEAR 

1976. REAL CRUNCH WOULD THERFORE COME IN LATTER PART 

1976 OR 1977, WHEN SHORTFALL IN REQUESTED US AID COULD 

RESULT IN STRETCHOUT IN MILITARY ORDERS FROM US IF 

ALTERNATE SOURCES OF FINANCING NOT FOUND. END CONFIDENTIAL. 

VELIOTES 
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